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SUBJECT: JAMAICA'S IMF STANDBY STATUS 

1 . IMF WESTERN HEMISPHERE DIRECTOR ROBICHEK MET WITH 
STATE AND TREASURY OFFICERS ON DECEMBER 23. HE SAID 
THAT IT IS IMPOSSIBLE FOR JAMAICA TO MEET THE DECEMBER 
TARGETS OF ITS IMF STANDBY. THE GOJ THEREFORE WILL BE 
INELIGIBLE TO MAKE ANY DRAWINGS FROM THE IMF DURING THE 
FIRST QUARTER OF 1978. THE FUND SEES ONLY TWO OPTIONS 
AVAILABLE TO JAMAICA: (1) TO RENEGOTIATE THE TERMS 

OF THE CURRENT STANDBY, OR (2) TO NEGOTIATE A NEW THREE- 
YEAR PROGRAM UNDER THE EXTENDED FUND FACILITY (EFF). 
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2. THE IMF DISCUSSED THIS SITUATION WITH THE JAMAICAN 
REPRESENTATIVES TO THE CONFERENCE ON CARIBBEAN DEVEL- 
OPMENT (FLETCHER AND JEFFERSON). THEY SAID THAT 

A NEW EFF PROGRAM WOULD BE POLITICALLY PREFERABLE 
TO RENEGOTIATING THE OLD PROGRAM AND ASKED THE 
IMF TO OUTLINE THE CONDITIONS FOR AN EFF PROGRAM. 

THESE CONDITIONS WERE SENT TO THE GOJ IN A DECEMBER 
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22 AIDE-MEMOIRE. 

3. THE IMF REQUIRES TWO PRECONDITIONS BE MET BEFORE 
NEGOTIATING WITH IAMAICA: (1) THE ENTIRE IAMAICAN CABINET 
MUST APPROVE THE POLICY MEASURES NECESSARY TO CARRY OUT 
A STABILIZATION PROGRAM: AND (2) JAMAICA MUST TAKE 
IMMEDIATE ACTION TO DEPRECIATE BOTH THE SPECIAL AND 
BASIC EXCHANGE RATES. 

4. THE ACTIONS MUST BE TAKEN QUICKLY SINCE UNDER THE 
BEST OF CIRCUMSTANCES AN IMF NEGOTIATING MISSION WOULD 
HAVE TO GO TO JAMAICA BY THE END OF JANUARY IN ORDER TO 
HAVE AN EFF AGREEMENT BY THE END OF MARCH. 

5. THE EFF PROGRAM: AN EFF AGREEMENT WOULD DIFFER 
FROM THE PRESENT STANDBY BY PLACING MORE EMPHASIS ON 
EXCHANGE RATE FLEXIBILITY. THE IMF HAS SUGGESTED THAT 
THE SPECIAL RATE AND THE BASIC RATE BE ADJUSTED BY A SEMI- 
AUTOMATIC FORMULA WHICH WOULD NARROW THE DIFFERENTIAL 
BETWEEN THE TWO RATES (NOW ABOUT 41 PERCENT) OVER A THREE 
YEAR PERIOD. ROBICHEK COMMENTED THAT THIS WAS THE MOST 
ELABORATE SET OF EXCHANGE GUIDELINES THE IMF HAS EVER 
SUGGESTED. IF THE GOJ ACCEPTS THIS SEMI-AUTOMATIC 
EXCHANGE FORMULA THE IMF WILL ALLOW A LARGER PUBLIC 
SECTOR DEFICIT. OTHER PERFORMANCE CRITERIA WOULD INVOLVE 
ESSENTIALLY THE SAME VARIABLES AS THOSE IN THE CURRENT 
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STANDBY ALTHOUGH THE TARGETS AND CEILINGS WOULD DIFFER. 

6. WHY THE STANDBY FAILED: THERE WERE THREE BASIC 
CAUSES FOR THE FAILURE OF THE CURRENT STANDBY: (1) A 
SHORTFALL IN THE LEVEL OF EXTERNAL ASSISTANCE, (2) A 
SHORTFALL IN PUBLIC SECTOR REVENUES, AND (3) PUBLIC 
SECTOR EXPENDITURES WHICH WERE MUCH IN EXCESS OF PRO- 
JECTED LEVELS. (WHILE TRINIDAD'S CANCELLATION OF $45 
MILLION IN ASSISTANCE WAS AN IMPORTANT ELEMENT CAUSING 
JAMAICA TO MISS ITS IMF TARGETS, DOMESTIC POLICY SHORT- 
COMINGS WERE ALSO IMPORTANT.) THE SPECIFIC TARGETS WHICH 
WERE MISSED WERE THE LIMITS ON NET DOMESTIC ASSETS OF THE 
BANK OF JAMAICA (THE CEILING OF J $355 MILLION DURING THE 
PERIOD OCTOBER 1 - DECEMBER 31 HAS BEEN EXCEEDED) AND THE 
LIMITS ON THE NET INTERNATIONAL RESERVE POSITION OF THE 
BANKING SYSTEM (THE CUMULATIVE CHANGE IN NET RESERVES 
FROM APRIL 1 TO DECEMBER 31 WAS SET AT MINUS U.S. $10 
MILLION, AS OF EARLY DECEMBER THE CUMULATIVE CHANGE WAS 
MINUS U.S. $60 MILLION). 

7. THE IMF MENTIONED THAT A CRITICAL PROBLEM FACING THE 
GOJ IS TO AVOID HAVING TO CLOSE THE EXCHANGE MARKET PRIOR 
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TO AN EFF AGREEMENT. SOME BRIDGE FINANCING WILL BE 
NECESSARY SINCE THE IMF CALCULATES THAT DURING THE FIRST 
QUARTER OF 1978 JAMAICA WILL HAVE A GROSS RESERVE LOSS 

BEFORE EXTERNAL ASSISTANCE OF BETWEEN U.S. $45 - 60 
MILLION (LIQUID FOREIGN EXCHANGE RESERVES WERE U.S. 

$43.5 MILLION AT THE END OF OCTOBER). THERE IS A 
POSSIBILITY THAT $30 MILLION OF THIS GAP WILL BE FILLED 
BY A COMMERCIAL BANK LOAN FOR WHICH JAMAICA IS CURRENTLY 
NEGOTIATING (GIVEN THE CURRENT CIRCUMSTANCES THIS IS IN 
DOUBT); HOWEVER, SOURCES OF FINANCING FOR THE BALANCE 
($15 - 30 MILLION) OF THE GAP ARE UNKNOWN. 

8. SINCE JAMAICA IS NO LONGER IN COMPLIANCE WITH ITS 
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IMF STANDBY, DISBURSEMENTS ON THE WORLD BANK'S $30 
MILLION PROGRAM LOAN WILL NOT TAKE PLACE. OTHER 
ASSISTANCE CONDITIONED ON IMF COMPLIANCE WILL ALSO BE 
HELD UP. (U.S. ASSISTANCE IS NOT AFFECTED.) 

9. SUCCESSFUL NEGOTIATION OF AN EFF PROGRAM WOULD 
ALLOW THE JAMAICANS TO DRAW AN INITIAL INSTALLMENT 
OF SDR 25 MILLION AROUND APRIL 1 OUT OF A TOTAL OF 
ABOUT SDR 70 MILLION EXPECTED TO BE AVAILABLE UNDER 
THE PROGRAM DURING ITS FIRST YEAR. 

10. THE IMF BELIEVES THAT THERE IS A 50/50 CHANCE 

THAT JAMAICA WILL ACCEPT THE EFF GUIDELINES AND PRIOR 
EXCHANGE RATE ACTIONS. HOW WELL THE JAMAICANS WILL 
PERFORM UNDER THE PROGRAM IS A QUESTION UPON WHICH 
THEY WOULD VENTURE NO PREDICTIONS. THEY NOTED THAT 
A POSSIBLE STICKING POINT IN THE NEGOTIATIONS IS THE 
RATE OF INFLATION ASSUMED FOR 1978. THE JAMAICANS 
HAVE ALREADY SET THE STAGE FOR HIGH INFLATION IN 1978 
BY THEIR ACTIONS ON WAGE INCREASES. GIVEN THIS 
SITUATION, THE IMF BELIEVES THAT JAMAICA'S ECONOMIC 
POSITION WILL WORSEN OVER THE NEXT 6 MONTHS. 

11. COMMENT: THIS IS PROVIDED FOR YOUR INFORMATION 
ONLY AND SHOULD NOT BE DISCUSSED WITH GOJ AUTHORITIES. 

NOR SHOULD YOU MENTION THE FACT THAT THIS DISCUSSION 
WITH THE FUND HAS TAKEN PLACE. WE WOULD APPRECIATE 
EMBASSY'S VIEWS ON LIKELIHOOD OF GOJ ACCEPTING IMF'S 
EEF GUIDELINES, AS WELL AS ASSESSMENT OF IMPACT IMF 
DECISION WILL HAVE ON FEBRUARY'S PNP ELECTIONS. VANCE 
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SUBJECT: JAMAICA'S IMF STANDBY STATUS 

1 . IMF WESTERN HEMISPHERE DIRECTOR ROBICHEK MET WITH 
STATE AND TREASURY OFFICERS ON DECEMBER 23. HE SAID 
THAT IT IS IMPOSSIBLE FOR JAMAICA TO MEET THE DECEMBER 
TARGETS OF ITS IMF STANDBY. THE GOJ THEREFORE WILL BE 
INELIGIBLE TO MAKE ANY DRAWINGS FROM THE IMF DURING THE 
FIRST QUARTER OF 1978. THE FUND SEES ONLY TWO OPTIONS 
AVAILABLE TO JAMAICA: (1) TO RENEGOTIATE THE TERMS 

OF THE CURRENT STANDBY, OR (2) TO NEGOTIATE A NEW THREE- 
SECRET 

SECRET 

PAGE 02 STATE 308627 

YEAR PROGRAM UNDER THE EXTENDED FUND FACILITY (EFF). 

2. THE IMF DISCUSSED THIS SITUATION WITH THE JAMAICAN 
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REPRESENTATIVES TO THE CONFERENCE ON CARIBBEAN DEVEL- 
OPMENT (FLETCHER AND JEFFERSON). THEY SAID THAT 
A NEW EFF PROGRAM WOULD BE POLITICALLY PREFERABLE 
TO RENEGOTIATING THE OLD PROGRAM AND ASKED THE 
IMF TO OUTLINE THE CONDITIONS FOR AN EFF PROGRAM. 

THESE CONDITIONS WERE SENT TO THE GOJ IN A DECEMBER 
22 AIDE-MEMOIRE. 

3. THE IMF REQUIRES TWO PRECONDITIONS BE MET BEFORE 
NEGOTIATING WITH JAMAICA: (1) THE ENTIRE JAMAICAN CABINET 
MUST APPROVE THE POLICY MEASURES NECESSARY TO CARRY OUT 
A STABILIZATION PROGRAM: AND (2) JAMAICA MUST TAKE 
IMMEDIATE ACTION TO DEPRECIATE BOTH THE SPECIAL AND 
BASIC EXCHANGE RATES. 

4. THE ACTIONS MUST BE TAKEN QUICKLY SINCE UNDER THE 
BEST OF CIRCUMSTANCES AN IMF NEGOTIATING MISSION WOULD 
HAVE TO GO TO JAMAICA BY THE END OF JANUARY IN ORDER TO 
HAVE AN EFF AGREEMENT BY THE END OF MARCH. 

5. THE EFF PROGRAM: AN EFF AGREEMENT WOULD DIFFER 
FROM THE PRESENT STANDBY BY PLACING MORE EMPHASIS ON 
EXCHANGE RATE FLEXIBILITY. THE IMF HAS SUGGESTED THAT 
THE SPECIAL RATE AND THE BASIC RATE BE ADJUSTED BY A SEMI- 
AUTOMATIC FORMULA WHICH WOULD NARROW THE DIFFERENTIAL 
BETWEEN THE TWO RATES (NOW ABOUT 41 PERCENT) OVER A THREE 
YEAR PERIOD. ROBICHEK COMMENTED THAT THIS WAS THE MOST 
ELABORATE SET OF EXCHANGE GUIDELINES THE IMF HAS EVER 
SUGGESTED. IF THE GOJ ACCEPTS THIS SEMI-AUTOMATIC 
EXCHANGE FORMULA THE IMF WILL ALLOW A LARGER PUBLIC 
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SECTOR DEFICIT. OTHER PERFORMANCE CRITERIA WOULD INVOLVE 
ESSENTIALLY THE SAME VARIABLES AS THOSE IN THE CURRENT 
STANDBY ALTHOUGH THE TARGETS AND CEILINGS WOULD DIFFER. 

6. WHY THE STANDBY FAILED: THERE WERE THREE BASIC 
CAUSES FOR THE FAILURE OF THE CURRENT STANDBY: (1) A 
SHORTFALL IN THE LEVEL OF EXTERNAL ASSISTANCE, (2) A 
SHORTFALL IN PUBLIC SECTOR REVENUES, AND (3) PUBLIC 
SECTOR EXPENDITURES WHICH WERE MUCH IN EXCESS OF PRO- 
JECTED LEVELS. (WHILE TRINIDAD'S CANCELLATION OF $45 
MILLION IN ASSISTANCE WAS AN IMPORTANT ELEMENT CAUSING 
JAMAICA TO MISS ITS IMF TARGETS, DOMESTIC POLICY SHORT- 
COMINGS WERE ALSO IMPORTANT.) THE SPECIFIC TARGETS WHICH 
WERE MISSED WERE THE LIMITS ON NET DOMESTIC ASSETS OF THE 
BANK OF JAMAICA (THE CEILING OF J $355 MILLION DURING THE 
PERIOD OCTOBER 1 - DECEMBER 31 HAS BEEN EXCEEDED) AND THE 
LIMITS ON THE NET INTERNATIONAL RESERVE POSITION OF THE 
BANKING SYSTEM (THE CUMULATIVE CHANGE IN NET RESERVES 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


FROM APRIL 1 TO DECEMBER 31 WAS SET AT MINUS U.S. $10 
MILLION, AS OF EARLY DECEMBER THE CUMULATIVE CHANGE WAS 
MINUS U.S. $60 MILLION). 

7. THE IMF MENTIONED THAT A CRITICAL PROBLEM FACING THE 
GOJ IS TO AVOID HAVING TO CLOSE THE EXCHANGE MARKET PRIOR 
TO AN EFF AGREEMENT. SOME BRIDGE FINANCING WILL BE 
NECESSARY SINCE THE IMF CALCULATES THAT DURING THE FIRST 
QUARTER OF 1978 IAMAICA WILL HAVE A GROSS RESERVE LOSS 

BEFORE EXTERNAL ASSISTANCE OF BETWEEN U.S. $45 - 60 
MILLION (LIQUID FOREIGN EXCHANGE RESERVES WERE U.S. 

$43.5 MILLION AT THE END OF OCTOBER). THERE IS A 
POSSIBILITY THAT $30 MILLION OF THIS GAP WILL BE FILLED 
BY A COMMERCIAL BANK LOAN FOR WHICH IAMAICA IS CURRENTLY 
NEGOTIATING (GIVEN THE CURRENT CIRCUMSTANCES THIS IS IN 
DOUBT); HOWEVER, SOURCES OF FINANCING FOR THE BALANCE 
($15 - 30 MILLION) OF THE GAP ARE UNKNOWN. 
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8. SINCE JAMAICA IS NO LONGER IN COMPLIANCE WITH ITS 
IMF STANDBY, DISBURSEMENTS ON THE WORLD BANK'S $30 
MILLION PROGRAM LOAN WILL NOT TAKE PLACE. OTHER 
ASSISTANCE CONDITIONED ON IMF COMPLIANCE WILL ALSO BE 
HELD UP. (U.S. ASSISTANCE IS NOT AFFECTED.) 

9. SUCCESSFUL NEGOTIATION OF AN EFF PROGRAM WOULD 
ALLOW THE JAMAICANS TO DRAW AN INITIAL INSTALLMENT 
OF SDR 25 MILLION AROUND APRIL 1 OUT OF A TOTAL OF 
ABOUT SDR 70 MILLION EXPECTED TO BE AVAILABLE UNDER 
THE PROGRAM DURING ITS FIRST YEAR. 

10. THE IMF BELIEVES THAT THERE IS A 50/50 CHANCE 

THAT JAMAICA WILL ACCEPT THE EFF GUIDELINES AND PRIOR 
EXCHANGE RATE ACTIONS. HOW WELL THE JAMAICANS WILL 
PERFORM UNDER THE PROGRAM IS A QUESTION UPON WHICH 
THEY WOULD VENTURE NO PREDICTIONS. THEY NOTED THAT 
A POSSIBLE STICKING POINT IN THE NEGOTIATIONS IS THE 
RATE OF INFLATION ASSUMED FOR 1978. THE JAMAICANS 
HAVE ALREADY SET THE STAGE FOR HIGH INFLATION IN 1978 
BY THEIR ACTIONS ON WAGE INCREASES. GIVEN THIS 
SITUATION, THE IMF BELIEVES THAT JAMAICA'S ECONOMIC 
POSITION WILL WORSEN OVER THE NEXT 6 MONTHS. 

11. COMMENT: THIS IS PROVIDED FOR YOUR INFORMATION 
ONLY AND SHOULD NOT BE DISCUSSED WITH GOJ AUTHORITIES. 
NOR SHOULD YOU MENTION THE FACT THAT THIS DISCUSSION 
WITH THE FUND HAS TAKEN PLACE. WE WOULD APPRECIATE 
EMBASSY'S VIEWS ON LIKELIHOOD OF GOJ ACCEPTING IMF'S 
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EEF GUIDELINES, AS WELL AS ASSESSMENT OF IMPACT IMF 
DECISION WILL HAVE ON FEBRUARY'S PNP ELECTIONS. VANCE UNQTE 
CHRISTOPHER 
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SUBJECT: JAMAICA'S IMF STANDBY STATUS 

1 . IMF WESTERN HEMISPHERE DIRECTOR ROBICHEK MET WITH 
STATE AND TREASURY OFFICERS ON DECEMBER 23. HE SAID 
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THAT IT IS IMPOSSIBLE FOR JAMAICA TO MEET THE DECEMBER 
TARGETS OF ITS IMF STANDBY. THE GOJ THEREFORE WILL BE 
INELIGIBLE TO MAKE ANY DRAWINGS FROM THE IMF DURING THE 
FIRST QUARTER OF 1978. THE FUND SEES ONLY TWO OPTIONS 
AVAILABLE TO JAMAICA: (1) TO RENEGOTIATE THE TERMS 
OF THE CURRENT STANDBY, OR (2) TO NEGOTIATE A NEW THREE- 
YEAR PROGRAM UNDER THE EXTENDED FUND FACILITY (EFF). 

2. THE IMF DISCUSSED THIS SITUATION WITH THE JAMAICAN 
REPRESENTATIVES TO THE CONFERENCE ON CARIBBEAN DEVEL- 
OPMENT (FLETCHER AND JEFFERSON). THEY SAID THAT 

A NEW EFF PROGRAM WOULD BE POLITICALLY PREFERABLE 
TO RENEGOTIATING THE OLD PROGRAM AND ASKED THE 
IMF TO OUTLINE THE CONDITIONS FOR AN EFF PROGRAM. 

THESE CONDITIONS WERE SENT TO THE GOJ IN A DECEMBER 
22 AIDE-MEMOIRE. 

3. THE IMF REQUIRES TWO PRECONDITIONS BE MET BEFORE 
NEGOTIATING WITH JAMAICA: (1) THE ENTIRE JAMAICAN CABINET 
MUST APPROVE THE POLICY MEASURES NECESSARY TO CARRY OUT 
A STABILIZATION PROGRAM: AND (2) JAMAICA MUST TAKE 
IMMEDIATE ACTION TO DEPRECIATE BOTH THE SPECIAL AND 
BASIC EXCHANGE RATES. 

4. THE ACTIONS MUST BE TAKEN QUICKLY SINCE UNDER THE 
BEST OF CIRCUMSTANCES AN IMF NEGOTIATING MISSION WOULD 
HAVE TO GO TO JAMAICA BY THE END OF JANUARY IN ORDER TO 
HAVE AN EFF AGREEMENT BY THE END OF MARCH. 

5. THE EFF PROGRAM: AN EFF AGREEMENT WOULD DIFFER 
FROM THE PRESENT STANDBY BY PLACING MORE EMPHASIS ON 
EXCHANGE RATE FLEXIBILITY. THE IMF HAS SUGGESTED THAT 
THE SPECIAL RATE AND THE BASIC RATE BE ADJUSTED BY A SEMI- 
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AUTOMATIC FORMULA WHICH WOULD NARROW THE DIFFERENTIAL 
BETWEEN THE TWO RATES (NOW ABOUT 41 PERCENT) OVER A THREE 
YEAR PERIOD. ROBICHEK COMMENTED THAT THIS WAS THE MOST 
ELABORATE SET OF EXCHANGE GUIDELINES THE IMF HAS EVER 
SUGGESTED. IF THE GOJ ACCEPTS THIS SEMI AUTOMATIC 
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EXCHANGE FORMULA THE IMF WILL ALLOW A LARGER PUBLIC 
SECTOR DEFICIT. OTHER PERFORMANCE CRITERIA WOULD INVOLVE 
ESSENTIALLY THE SAME VARIABLES AS THOSE IN THE CURRENT 
STANDBY ALTHOUGH THE TARGETS AND CEILINGS WOULD DIFFER. 

6. WHY THE STANDBY FAILED: THERE WERE THREE BASIC 
CAUSES FOR THE FAILURE OF THE CURRENT STANDBY: (1) A 
SHORTFALL IN THE LEVEL OF EXTERNAL ASSISTANCE, (2) A 
SHORTFALL IN PUBLIC SECTOR REVENUES, AND (3) PUBLIC 
SECTOR EXPENDITURES WHICH WERE MUCH IN EXCESS OF PRO- 
JECTED LEVELS. (WHILE TRINIDAD'S CANCELLATION OF $45 
MILLION IN ASSISTANCE WAS AN IMPORTANT ELEMENT CAUSING 
JAMAICA TO MISS ITS IMF TARGETS, DOMESTIC POLICY SHORT- 
COMINGS WERE ALSO IMPORTANT.) THE SPECIFIC TARGETS WHICH 
WERE MISSED WERE THE LIMITS ON NET DOMESTIC ASSETS OF THE 
BANK OF JAMAICA (THE CEILING OF J $355 MILLION DURING THE 
PERIOD OCTOBER 1 - DECEMBER 31 HAS BEEN EXCEEDED) AND THE 
LIMITS ON THE NET INTERNATIONAL RESERVE POSITION OF THE 
BANKING SYSTEM (THE CUMULATIVE CHANGE IN NET RESERVES 
FROM APRIL 1 TO DECEMBER 31 WAS SET AT MINUS U.S. $10 
MILLION, AS OF EARLY DECEMBER THE CUMULATIVE CHANGE WAS 
MINUS U.S. $60 MILLION). 

7. THE IMF MENTIONED THAT A CRITICAL PROBLEM FACING THE 
GOJ IS TO AVOID HAVING TO CLOSE THE EXCHANGE MARKET PRIOR 
TO AN EFF AGREEMENT. SOME BRIDGE FINANCING WILL BE 
NECESSARY SINCE THE IMF CALCULATES THAT DURING THE FIRST 
QUARTER OF 1978 JAMAICA WILL HAVE A GROSS RESERVE LOSS 

BEFORE EXTERNAL ASSISTANCE OF BETWEEN U.S. $45 - 60 
MILLION (LIQUID FOREIGN EXCHANGE RESERVES WERE U.S. 
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$43.5 MILLION AT THE END OF OCTOBER). THERE IS A 
POSSIBILITY THAT $30 MILLION OF THIS GAP WILL BE FILLED 
BY A COMMERCIAL BANK LOAN FOR WHICH JAMAICA IS CURRENTLY 
NEGOTIATING (GIVEN THE CURRENT CIRCUMSTANCES THIS IS IN 
DOUBT); HOWEVER, SOURCES OF FINANCING FOR THE BALANCE 
($15 - 30 MILLION) OF THE GAP ARE UNKNOWN. 

8. SINCE JAMAICA IS NO LONGER IN COMPLIANCE WITH ITS 
IMF STANDBY, DISBURSEMENTS ON THE WORLD BANK'S $30 
MILLION PROGRAM LOAN WILL NOT TAKE PLACE. OTHER 
ASSISTANCE CONDITIONED ON IMF COMPLIANCE WILL ALSO BE 
HELD UP. (U.S. ASSISTANCE IS NOT AFFECTED.) 

9. SUCCESSFUL NEGOTIATION OF AN EFF PROGRAM WOULD 
ALLOW THE JAMAICANS TO DRAW AN INITIAL INSTALLMENT 
OF SDR 25 MILLION AROUND APRIL 1 OUT OF A TOTAL OF 
ABOUT SDR 70 MILLION EXPECTED TO BE AVAILABLE UNDER 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


THE PROGRAM DURING ITS FIRST YEAR. 

10. THE IMF BELIEVES THAT THERE IS A 50/50 CHANCE 

THAT JAMAICA WILL ACCEPT THE EFF GUIDELINES AND PRIOR 
EXCHANGE RATE ACTIONS. HOW WELL THE JAMAICANS WILL 
PERFORM UNDER THE PROGRAM IS A QUESTION UPON WHICH 
THEY WOULD VENTURE NO PREDICTIONS. THEY NOTED THAT 
A POSSIBLE STICKING POINT IN THE NEGOTIATIONS IS THE 
RATE OF INFLATION ASSUMED FOR 1978. THE JAMAICANS 
HAVE ALREADY SET THE STAGE FOR HIGH INFLATION IN 1978 
BY THEIR ACTIONS ON WAGE INCREASES. GIVEN THIS 
SITUATION, THE IMF BELIEVES THAT JAMAICA'S ECONOMIC 
POSITION WILL WORSEN OVER THE NEXT 6 MONTHS. 

11. COMMENT: THIS IS PROVIDED FOR YOUR INFORMATION 
ONLY AND SHOULD NOT BE DISCUSSED WITH GOJ AUTHORITIES. 
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NOR SHOULD YOU MENTION THE FACT THAT THIS DISCUSSION 
WITH THE FUND HAS TAKEN PLACE. WE WOULD APPRECIATE 
EMBASSY'S VIEWS ON LIKELIHOOD OF GOJ ACCEPTING IMF'S 
F.F.F GUIDELINES, AS WELL AS ASSESSMENT OF IMPACT IMF 
DECISION WILL HAVE ON FEBRUARY'S PNP ELECTIONS. VANCE UNQTE 
CHRISTOPHER UNQTE CHRISTOPHER 
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